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1978 ANNUAL REPORT OF THE BOARD OF TRUSTEES

OF THE FEDERAL OLD-AGE AND SURVIVORS
INSURANCE TRUST FUND AND THE FEDERAL
DISABILITY INSURANCE TRUST FUND

Tae Boarp or TRUSTEES

The Federal Old-Age and Survivors Insurance Trust Fund, estab-
lished on January 1, 1940, and the Federal Disability Insurance
Trust Fund, established on August 1, 1956, are held by the Board of
Trustees under the authority of section 201(c) of the Social Security
Act. The Board is comprised of three members who serve in an ex
officio capacity. The members of the Board are the Secretary of the
Treasury, the Secretary of Labor, and the Secretary of Health,
Education, and Welfare. The Secretary of the Treasury is designated
by law as the Managing Trustee. The Commissioner of Social Security
is Secretary of the Board. The Board of Trustees reports to the Con-
gress once each year, in compliance with section 201(c)(2) of the
Social Security Act. This report is the annual report for 1978, the
38th such report.

Apvisory CouNcit oN SociAL SECURITY

The Secretary of Health, Education, and Welfare on February 26,
1978, announced the appointment of an Advisory Council on Social
Security under the provisions of section 706 of the Social Security
Act. The Council consists of a Chairman and 12 members representing
organizations of employers and of employees, self-employed persons,
and the public.

Under the law, the Social Security Advisory Council is charged with
making a comprehensive study of the status of the social security
cash benefit and Medicare programs. This study is to include an
examination of the financial status of the trust funds in relation to
the long-term commitments of the programs, benefit levels, the scope
of coverage, and other aspects of the programs, including their impact
on public assistance.

The Council is required to submit its final reports to the Secretary
of Health, Education, and Welfare no later than October 1, 1979.
After the Council’s reports are transmitted by the Secretary to the
Congress and to the Board of Trustees of each of the trust funds, the
Council will cease to exist. The Council’s report and recommendations
with respect to the old-age and survivors insurance and the disability
insurance program will be included in the 1980 annusl report of the
Board of Trustees.

(1)
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2
HIGHLIGHTS

The more important {eatures of the 1978 annual report, discussed in
greater detail in later sections, are given below:

(a) The Social Security Amendments of 1977, enacted on December
20, 1977, restore the financial soundness of the cash benefit program
throughout the remainder of this century and into the early years of
the next one. Beginning in 1981, the short-range and medium-range
annual deficits of the old-age and survivors insurance and disability
insurance trust funds that were projected in the 1977 annual report
are eliminated because of the amendments. Estimates of the future
operations and status of the trust funds are shown in later sections
under three different sets of assumptions to indicate the general range
of such estimates. Under the intermediate set of assurptions, the
outgo of both trust funds combined is expected to exceed income in
each calendar year through 1980. After 1980 it is estimated that income
will exceed outgo in every year until after the turn of the century.

(b) Medium-range cost estimates are presented separately in this
report in order to call attention to the status of the old-age and survi-
vors insurance and disability insurance trust funds during the next 25
years, 1978-2002. Under the intermediate assumptions, annual outlays
during the next 25 years are estimated to be, on the average, 10.64
percent of taxable payroll. The average scheduled tax rate of 11.67
percent is estimated to exceed average annual expenditures by 1.02 per-
cent of taxable payroll during the next 25 years.

(c) With regard to the long-range actuarial status of the old-age and
survivors insurance and disability insurance trust funds, annual
outlays are estimated to be, on the average, 13.55 percent of taxable
payroll over the 75-year period 1978-2052, under the intermediate
assumptions. Annual tax income is estimated to be, on the average,
12.16 percent of taxable payroll over the 75-year period. The average
annual deficit (i.e., the excess of outlays over tax income) over the
75-year period is estimated to be 1.40 percent of taxable payroll under
the intermediate assumptions, as compared to the corresponding
projected deficit of 8.20 percent shown in the 1977 annual report. The
reduction of 6.80 percent of taxable payroll in the long-range deficit
is largely due to the financing provisions and the benefit provisions in
the 1977 amendments. During the second 25 years (2003-2027) of the
long-range projection period, average annual expenditures are expected
to exceeg the average scheduled tax rate by 1.11 percent of taxable
payroll. The deficit during the third 25-year period (2028-2052) is
expected to increase to 4.10 percent of taxable payroll under the inter-
mediate assumptions, Thus, the average annual deficit over the entire
75-year period is due to deficits expected to occur after the turn of the
century.

These estimates, particularly for the period after the year 2002,
should be interpreted with caution because the degree to which
demographic and economic assumptions are expected to approximate
actual future conditions is lower for later years than for earlier years.

(d) During fiscal year 1977, the assets of both trust funds combined
declined by $3.9 billion, to a level of $39.6 billion on September 30,
1977. Income during the fiscal year amounted to $81.2 billion, up by
11 percent over the preceding 12-month period. Outgo totaled $85.1
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billion—12 percent more than in the preceding 12 months. During
the fiscal year, several changes occurred under the automatic increase
provisions, affecting the comparison with the preceding 12 months.
An automatic cost-of-living benefit increase of 5.9 percent became
effective for June 1977. The published statement announcing the deter-
mination of the increase is shown in appendix B. The contribution and
benefit base increased under the automatic provisions, from $15,300
to $16,500, effective January 1, 1977. The amount that a beneficiary
may earn in a year and still receive all of his benefits under the retire-
ment test (i.e., the annual exempt amount) also increased under the
automatic provisions, from $2,760 to $3,000, effective January 1, 1977,

(e) Increases in the contribution and benefit base and in the annual
exempt amount under the retirement test were determined in October
1977 under the automatic increase provisions in the law. The new
amounts effective for January 1, 1978, are $17,700 and $3,240, respec-
tively. The published statement announcing the determination of these
amounts is shown in appendix C. Under the 1977 amendments, the
1978 retirement test exempt amount for beneficiaries aged 65 and over
was increased to $4,000, with further increases scheduled through
1982 and automatic increases thereafter. Beginning in 1982, the age
at which the retirement test ceases to apply will be reduced from age
72 to age 70. For beneficiaries under age 65, the exempt amount re-
mains at $3,240 for 1978 and is subject to the automatic provisions
thereafter.

(f) An automatic cost-of-living benefit increase of 6.5 percent will
become effective for June 1978.

(g) The trust funds earned interest amounting to $2.7 billion during
fiscal year 1977. The effective annual rate of interest earned by the
combined assets of the trust funds during the 12 months that ended
June 30, 1977, was 6.9 percent.

(h) The number of persons receiving monthly benefits under the
old-age, survivors, and disability insurance program totaled 33.7 mil-
lion at the end of September 1977. An estimated 106 million workers
had earnings in calendar year 1977 that were taxable and creditable
toward benefits under the program.

SocrAaL SECURITY AMENDMENTS SINCE THE 1977 REPORT

On December 20, 1977, Public Law 95-216, the Social Security
Amendments of 1977, was enacted. Details of these amendments can
be found in documents prepared by and for the Congress. In particular,
details of the financial effect of these amendments are shown in the
Ways and Means Committee print entitled ‘“Actuarial Cost Estimates
for the Old-Age, Survivors, Disability, Hospital, and Supplemental
Medical Insurance Systems, as Modified by Public Law 95-216"
(dated March 3, 1978).

In addition, although not an amendment to the Social Security Act,
Public Law 95-256, the Age Discrimination in Employment Act
Amendments of 1977, enacted April 6, 1978, is expected to affect the
social security program in the future. Principally, the law raises the

ermissible mandatory retirement age for most nonfederal workers
rom 65 to 70 and it eliminates the mandatory age-70 retirement age
for most Federal civilian employees.
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Nature oF THE TrusT Funps

The Federal Old-Age and Survivors Insurance Trust Fund was
established on January 1, 1940, as a separate account in the United
States Treasury. All the financial operations of the old-age and sur-
vivors insurance system are handled through this fund. The Federal
Disability Insurance Trust Fund—another separate account in the
United States Treasury and thus a fund entirely separate from the
old-age and survivors insurance trust fund—was established on
August 1, 1956. All the financial operations of the system of monthly
disability benefits payable to disabled insured workers under age 65
and to their dependents are handled through this fund.

The major sources of receipts of these two funds are (1) amounts
appropriated to each of them under permanent appropriation on the
basis of contributions paid by workers and their employers, and by
individuals with self-employment income, in work covered by the
old-age, survivors, and disability insurance program and (2) amounts
deposited in each of them representing contributions paid by workers
employed by State and local governments and by such employers
with respect to work covered by the program. All employees, and
their employers, in employment covered by the program are required
to pay contributions with respect to the wages of individual workers.
Cash tips, covered as wages beginning in 1966 (under the 1965 amend-
ments), are an exception. Employees pay contributions with respect
to cash tips, but prior to 1978 employers did not. Beginning in 1978
(under the 1977 amendments), employers are required to pay contri-
butions on that part of tip income deemed to be wages under the
Federal minimum wage law. All covered self-employed persons are
required to pay contributions with respect to their sel{-employment
income.

In general, an individual’s contributions are computed on annual
wages or self-employment income, or both wages and self-employment
income combined, up to a specified maximum annual amount, with
the contributions being determined first on the wages and then on
any self-employment income within the annual maximum amount.
The amount of benefits that an individual (or his dependents or
survivors) may become entitled to under the old-age, survivors, and
disability insurance program is based on the individual’s taxable
earnings in each year. Therefore, the maximum amount of earnings
taxable in a year 1s also the maximum amount of earnings creditab%e
toward benefits in that year, and the maximum amount 1s referred to
as the contribution and benefit base.

The contribution rates applicable to taxable earnings in each of the
calendar years 1937 and later, and the allocation of the rates to finance
expenditures from each of the two trust funds, are shown in table 1.
For 1979 and later, the contribution rates shown are the rates sched-
uled in the provisions of present law. The contribution and benefit
base for each year 193778 is also shown in table 1, as well as the base
scheduled in the provisions of present law for each year 1979-81. For
1975-78, the contribution and benefit bases were determined under
the automatic increase provisions in section 230 of the Social Security
Act. For 197981, the base is scheduled to increase to specific amounts,
as provided under the 1977 amendments. The automatic increase
provisions will again be applicable after 1981.
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TABLE 1-—CONTRIBUTION AND BENEFIT BASE AND CONTRIBUTION RATES

Contribution rates (percent of taxable earnings)

Contribu-
tl%n ar}‘dt Employees and employers, each Self-employed
enefi
Calendar years base OASDI OASH DI 0ASDI OASI DI

Changes scheduled in
present law:
979

22,500 5.080 4.330 750 --7.0500 6. 0160 1. 0400
25,900 5. 080 4,330 .750 7.9560 6.0100 1.0400
29,700 5.350 4.525 825 8.0000 6.7625 1.2375
1 5.400 4,575 825 8. 0500 6.8125 1.2375
O] 5. 760 4.750 950 8.5500 7.1250 1. 4250
O] 6.200 5.100 1.100 9. 3000 7.6500 1.:6500

L Subject to automatic increase.

Except for amounts received under State agreements (to effectnate
coverage under the program for State and local government em-
ployees) and deposited directly in the trust funds, all contributions
are collected by the Internal Revenue Service and deposited in the
general fund of the Treasury as internal revenue collections. The con-
tributions so received are immediately and automatically appropriated
to the trust funds on an estimated basis. The exact amount of con-
tributions received is not known initially since old-age, survivors,
disability, and hospital insurance contributions and individual in-
come taxes are not separately identified in collection reports received
by the Treasury Department. Periodic adjustments are subsequently
made to the extent that the estimates are found to differ from the
amounts of contributions actually payable on the basis of reported
earnings.

An employee who worked for more than one employer during the
course of a year and paid contributions on wages in excess of the
statutory maximum can receive a refund of the contributions he paid
on such excess wages. The amount of contributions subject to refund
for any period is a charge against each of the trust funds in the ratio
in which the amount was appropriated to or deposited in such trust
funds for that period.

Arnother source from which receipts of the trust funds are derived
is interest received on investments held by the {unds. The investment
procedures of the funds are described later in this section.

The income and expenditures of the trust funds are also affected
by the provisions of the Railroad Retirement Act which provide for
a system of coordination and financial interchange between the rail-
road retirement program and the old-age, survivors, and disability
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insurance program. Under these provisions, transfers between the
railroad retirement account and the trust funds are made on an annual
basis in order to place each trust fund in the same position as it would
have been if railroad employment had always been covered under the
Social Security Act.

Sections 217(g) and 229(b) of the Social Security Act authorize
annual reimbursements from the general fund of the Treasury to the
old-age and survivors insurance and disability insurance trust funds
for any costs arising from the granting of mnoncontributory wage
credits for military service, according to periodic determinations made
by the Secretary of Health, Education, and Welfare.

Section 228 of the Social Security Act provides monthly cash bene-
fits to certain persons aged 72 and over, almost all of whom are not
eligible for cash benefits under other provisions of the old-age, sur-
vivors, and disability insurance program. Under section 228, all pay-
ments are made initially from the old-age and survivors insurance
trust fund, with later reimbursement, with interest, from the general
fund of the Treasury for the costs, including administrative expenses,
of payments to persons who have less than three quarters of coverage.
The reimbursements so made are on a provisional basis and are subject
to adjustment, with appropriate interest allowances, as the actual
experience develops and is analyzed.

Under section 231 of the Social Security Act, a single reimbursement
from the general fund of the Treasury was made in December 1977 to
each of the two trust funds for the estimated total costs arising from
the granting of noncontributory wage credits to individuals who were
interned during World War Il at a place within the United States
operated by the Federal Government for the internment of U.S
citizens of Japanese ancestry.

Section 201(i) of the Social Security Act authorizes the Managing
Trustee to accept and deposit in the trust funds unconditional money

ifts or bequests made for the benefit of the trust funds or any activity
%.nanced through such funds.

Expenditures for benefit payments and administrative expenses
under the old-age, survivors, and disability insurance program are
paid out of the trust funds. All expenses incurred by the Department
of Health, ducation, and Welfare and by the Treasury Department
in carrying out the provisions of title IT of the Social Security Act and
of the Internal Revenue Code relating to the collection of contribu-
tions are charged to the trust funds. The Secretary of Health, Educa~
tion, and Welfare certifies benefit payments to the Managing Trustee,
who makes the payments from the respective trust funds in accordance
therewith.

Section 222(d) of the Social Security Act provides for payments from
the trust {funds for the costs of vocational rehabilitation services
furnished to disabled persons receiving benefits because of their dis-
ability. The total amount of funds that may be made available in a
fiscal ‘year for payments for the costs of such services, including applic-
able administrative expenses of State agencies, may not exceed a speci-
fied percentage of the benefits certifled for payment to these types of
beneficiaries 1n the preceding year. This limitation on the amount to
be made available was 1 percent in each of the fiscal years 1966 (when
such amounts were first made available) through 1972 and 1Y% percent
in fiscal year 1973. Under present law, the limitation is 1% percent in
fiscal years after 1973.
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Congress has authorized expenditures from the trust funds for con-
struction, rental, and lease or purchase contract of office buildings and
related facilities for the Social Security Administration. Both the
capital costs of construction financed directly from the trust funds and
the rental, lease, or purchase contract costs of acquiring facilities are
included in trust fund expenditures. In 1972-75, construction of several
large facilities was authorized under purchase contract authority,
wherein initial capital costs are borne by the private sector. Under this
method of facilities acquisition, trust fund expenditures for use and
ultimate Government ownership of a facility are made over periods of
from 10 to 30 years. Whatever the manner of acquisition, the net worth
of facilities and other fixed capital assets is not carried in the state-
ments of the operations of the trust funds presented in this report.
This is because the value of fixed capital assets does not represent
funds available for benefit or administrative expenditures, and there-
fore is not viewed as being a consideration in assessing the acturial
status of the funds.

That portion of each trust fund which, in the judgment of the
Managing Trustee, is not required to meet current expenditures for
benefits and administration is invested, on a daily basis, in interest-
bearing obligations of the U.S. Government (including special public-
debt obligations described below), in obligations guaranteed as to both
principal and interest by the United States, or in certain federally
sponsored agency obligations that are designated in the lawsauthorizing
their issuance as lawful investments for fiduciary and trust funds under
the control and authority of the United States or any officer of the
United States. These obligations may be acquired on original issue
at the issue price or by purchase of outstanding obligations at their
market price.

The Social Security Act authorizes the issuance of special public-
debt obligations for purchase exclusively by the trust funds that shall
bear interest at a rate based on the average market yield (computed on
the basis of market quotations as of the end of the calendar month next
preceding the date of such issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public
debt which are not due or callable until after the expiration of 4 years
from the end of such calendar month.

SyMMARY OF THE OPERATIONS OF THE FEDERAL OLD-AGE AND SUR-
vivors Insurance Trust Funp, Fiscar YEar 1977

Beginning with fiscal year 1977, the period of time covered by the
fiscal year of the U.S. Government was changed from the 12 months
beginning on July 1 of each year and ending on June 30 of the following
year to the 12 months beginning on October 1 of each year and ending
on September 30 of the {ollowing year, in accordance with the Congres-
sional Budget Act of 1974 (Public Law 93-344). This Act further pro-
vided that the calendar quarter July-September 1976 be a period of
transition from fiscal year 1976, which ended on June 30, 1976, to
fiscal year 1977, which began on October 1, 1976.

A statement of the income and disbursements of the Federal Old-
Age and Survivors Insurance Trust Fund in fiscal year 1977, and of the
assets of the fund at the beginning and end of the fiscal year, is pre-
sented in table 2. Corresponding amounts for the transition quarter
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July-September 1976 (which were not presented in last year’s annual
report) are also shown in the table.
TABLE 2.—STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUSTEFUND DURING THE
TRANSITION QUARTER, JULY-SEPTEMBER 1976, AND DURING FISCAL YEAR 1377
[in thousands)

July- .
September Fiscal year
1876 1977

Total assets of the trust fund, beginning of period. .o oo mceamaeaaan $37, 979, 875 $37, 055, 202
Receipts:
Contributions:
APPIOPFiAtionS .o oo o oo 14, 259, 092 61, 517,723
Deposits arising from State agreements_ ... oo ooioiioaoaalos 1, 846, 756 1,676, 046
Gross contributions.._. ..o _oo.o_. U 16, 105, 843 69, 193, 769
Less payment into the Treasury for contributions subject to refund.. . ... ... ... 293, 960
Net contributions . . o ool 16, 105, 848 68, 894, 809
Reimbursement from general fund of the Treasury for costs of:
Noncontributory credits for military service ... 378, 000
Payments to noninsured persons aged 72 and over:
Benefit Payments. . ..ot 208, 652
Administrative expenses ,
T =] LI P 24,610
Total reimbursement for payments to noninsured persons aged 72
BNU OVET - e e e e e cmmmcmmcmim e meamne e 235, 902
Interest:
Interest on investments L el 80, 432 2,275,080

Interest on amounts transferred from the supplemental security income
general fund acccunt due to adjustment in allocation of administrative

BXPEIIBES e o - e e ee e cem e e cm e m e e e e em e e e mcameam s emmm oo mnn 15,033

Gross inderest o cimcmeaaeaaaas PO §0, 432 2,250,113
Less interest on amounts of interfund transfers due to adjustment in alloca-

ticn of administrative expenses and constryction costs_..._._ ... . i .iocieoanan 3,130

Less interest on amounts transferred to the disabitity insurance trust fund
due to adjustment in atlecation of costs of vocational rehabilitation

SBIVICB S - o o o o o e e e mmc e e e mmecm e c o mmmememacenoman 95
Netinterest. e ctccemmcamaee 80, 432 2,286, 838
11O 8 10
Total reCRI S o oo o e oo e 16, 186, 237 71,795,610

Disbursements:
Benefit payments . . o cmecm e ccmemcnes

..... 16, 875, 545 71,270, 51

Transfer to railroad retirement accoUNt. . oo o et e emam o cmna e 1,207, 841
Payment for costs of vocaticnal rehabilitation services for disabled benefi-
ciaries:
For the current period . - oo cceccmccmnee—e e ea 1,714 6,797
Transfers to the disability insurance trust fund due to adjustment in
allocation of costs for fiscal year 1976 and the transition quarter. . ..o ooooeoocne 705
Total payment for costs of vocational rehabilitation services._..__._ 1,714 7,502
Administrative expenses: .
Department of Health, Education, and Welfare. _ 195,119 830, 303
Treasury Department__ ... 25, 851 127, 902
Construction of facilities for Social Security Administration_..._ 12,725 14,733

Expenses of the Department of Health, Education, and Welfare for adminis-
fration of vocational rehabilitation program for disatled beneficiaries.... 12 18
Interfund transfers due to adjustment in atlocation of:

Administrative expenses 19,229
Costs of construction_ - o eeeiacmecmsmmmemmmem—meeo 2,415
Gross administrative eXpenses. . oo oo iccicacmacmcaoaeo 233,707 934,630
Less transfers from the supplemental security income general fund account
due to adjustment in aliocation of administrative eXpenses. . .. ccceeeeenn 1,887
Less receipts from sales of supplies, materials, ete_ ______________._.... 4 6
Net administrative @Xpenses . oceaoccooomccecccccecccramcomcccmaeen 233,703 992,737
Total dishursements. .. oo oo cec e e ccmemam e mm—mcmam e mc e 17,110, 861 73,478, 599
Net addition 1o the trust fund. . . . e emmcmrcceereemeccccceecmcccccccmcmamamemn —924, 674 —1, 682,989

Total assets of the trust fund, end of Period . e e ee e cececmmaam 37, 055, 202 35,372,213

Note: Totals do not necessarily equal the sum of rounded ccmponents,
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The total assets of the old-age and survivors insurance trust fund
amounted to $37,055 million on September 30, 1976. During fiscal
year 1977, total receipts amounted to $71,796 million and total
disbursements were $73,479 million. The assets of the trust fund thus
decreased $1,683 million during the year to a total of $35,372 million
on September 30, 1977.

Included in total receipts during fiscal year 1977 were $61,518
million representing contributions appropriated to the fund and
$7,676 million representing amounts received by the Secretary of the
Treasury in accordance with State agreements for coverage of State
and local government employees and deposited in the trust fund.
As an offset, $299 million was transferred from the trust fund into
the Treasury as repayment for the estimated amount of contributions
subject to refund to employees who worked for more than one em-
ployer during the course of a year and paid contributions on wages
in excess of the statutory maximum earnings base.

Net contributions amounted to $68,895 million, an increase of
12.2 percent over the amount of $61,408 million for the preceding
12-month period. Growth in contribution income resulted primarily
from (1) the higher level of earnings in covered employment and (2)
the two increases in the maximum annual amount of earnings tax-
able—from $14,100 to $15,300 effective on January 1, 1976, and from
$15,300 to $16,500 effective on January 1, 1977. Although the first
increase in the maximum annual amount of earnings taxable, from
$14,100 to $15,300, became effective in 1976, earnings between
$14,100 and $15,300, which were taxable during all of fiscal year
1977, were taxable during only part of the preceding 12-month period.

Reference has been made in an earlier section to provisions of the
Social Security Act under which the old-age and survivors insurance
and disability insurance trust funds are to be reimbursed annually
from the general fund of the Treasury for costs of granting noncon-
tributory credits for military service and for the costs of payments
to certain noninsured persons aged 72 and over who have less than
three quarters of coverage.

In accordance with section 217(g), the Secretary of Health, Educa-
tion, and Welfare made a determination in 1975 of the level annual
appropriations to the trust funds necessary to amortize over a 39-year
period, beginning in fiscal year 1977, the estimated total additional
costs, for military service performed before 1957, arising from pay-
ments that have been made after August 1950 and that will be made
in future years, taking into account the amounts of annual appropria-
tions in fiscal years 1966-76 that have been deposited into the trust
funds. The annual amounts resulting from this determination were
$354 million for the old-age and survivors insurance trust fund and
$92 million for the disability insurance trust fund. In accordance
with section 229(b), the Secretary determined that the old-age and
survivors insurance trust fund should receive reimbursement of $24
million, and the disability insurance trust fund should receive reim-
bursement of $11 million, for additional costs attributable to noncon-
tributory credits for military service performed after 1956. Thus,
reimbursements amounting to $378 million for the old-age and sur-
vivors insurance trust fund and $103 million for the disability
insurance trust fund were received in December 1976.

27-924—78 3
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A reimbursement amounting to $236 million for the costs of monthly
payments to certain noninsured persons aged 72 and over was trans-
ferred from the general fund of the Treasury to the old-age and
survivors insurance trust fund in fiscal year 1977. This reimbursement,
made under section 228, reflected the costs of payments made mn
fiscal year 1975 and adjustments in the costs of payments made in
prior fiscal years.

The old-age and survivors insurance trust fund received $10,180
in gifts in fiscal year 1977 under the provisions authorizing the deposit
of money gifts or bequests in the old-age and survivors insurance
and disability insurance trust funds.

The remaining $2,287 million of receipts consisted of interest on
the investments of the trust fund and net interest on amounts of
interfund transfers arising out of adjustments in the allocation of
administrative expenses, construction costs, and the costs of vocational
rehabilitation services for prior fiscal years.

Of the $73,479 million in total disbursements, $71,271 million was
for benefit payments, an increase of 11.6 percent over the correspond-
ing amount of $63,834 million paid in the preceding 12-month period.
This increase was due to (1) the automatic cost-of-living benefit
increases of 6.4 percent and 5.9 percent, which became effective for
June 1976 and June 1977, respectively, under the automatic pro-
visions in section 215(1), and (2) the continuing growth in both the
total number of beneficiaries and the average benefit amounts re-
sulting from the rising level of earnings. Although the first automatic
benefit increase of 6.4 percent became effective in 1976, the resulting
higher benefit levels, which were in effect during all of fiscal year
1977, were in effect during only part of the preceding 12-month period.

In accordance with the provisions of the Railroad Retirement Act
which coordinate the railroad retirement and the old-age and sur-
vivors insurance programs and which govern the financial inter-
changes arising from the allocation of costs between the two systems,
the Railroad Retirement Board and the Secretary of Health, Educa-
tion, and Welfare determined that a transfer of $1,140,700,000 to the
railroad retirement account from the old-age and survivors insurance
trust fund would place this trust fund in the same position as of June
30, 1976, as it would have been if railroad employment had always
been covered under the Social Security Act. This amount was trans-
ferred to the railroad retirement account in June 1977, together with
interest to the date of transfer amounting to $67,141,000.

Expenditures of the old-age and survivors insurance program for
the costs of vocational rehabilitation services amounted to about
$7.5 million. These services were furnished to disabled adults—
dependents of old-age beneficiaries and survivors of deceased insured
workers—who were receiving monthly benefits from the old-age and
survivors insurance trust fund because of their disability.

The remaining $993 million of disbursements from the old-age and
survivors insurance trust fund represents net administrative expenses.
The expenses of administering the programs financed through the
four trust funds—the old-age and survivors insurance, disability
insurance, hospital insurance, and supplementary medical insurance
trust funds—are allocated and charged directly to each trust fund
on the basis of provisional estimates. Similarly, the expenses of ad-
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ministering the supplemental security income program are also allo-
cated and charged directly to the general fund of the Treasury on a
provisional basis. Periodically, as actual experience develops and is
analyzed, adjustments to the allocations of administrative expenses
and costs of construction for prior periods are effected by interfund
transfers, including transfers between the old-age and survivors in-
surance trust fund and the supplemental security income general
fund account, with appropriate interest allowances. -

Net administrative expenses charged to the old-age and survivors
insurance trust fund and to the disability insurance trust fund in
fiscal year 1977 totaled $1,370 million. This amount represented 1.8
percent of contribution income and 1.7 percent of expenditures for
benefit payments and payments for the costs of vocational rehabili-
tation services during the fiscal year. Corresponding percentages for
each of the last 5 years for the old-age, survivors, and disability in-
surance system as a whole and for each trust fund separately are
shown in table 3.

TABLE 3.—RELATIONSHIP OF NET ADMINISTRATIVE EXPENSES OF THE OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE PROGRAM TO CONTRIBUTION INCOME AND BENEFIT PAYMENTS, BY TRUST FUND, FiSCAL YEARS
1973-77

0Old-age and survivors insur-

. . ance trust fund—Adminis- Disability insurance trust

Total I—Administrative ex-  trative expenses as a percent- fund 1—Administrative
penses as a percentage of— age of— expensss as a percentage of—

Total Total

contribution benefit ~ Contribution Benefit  Contribution Benefit
Fiscal year income payments 2 income payments 2 income payments 2
2.0 1.9 1.6 1.6 4.5 4.7
1.6 1.6 1.5 1.5 2.5 2.5
1.7 1.8 1.5 1.5 3.4 3.3
1.8 L7 1.6 1.5 3.4 2.9
1.7 1.6 1.5 1.4 3.3 2.7
1.8 1.7 1.4 1.4 4.2 3.4

1 The percentages shown for fiscal years 1974 and later reflect the effect of a change in the method of allocating administra-
tive expenses among the four trust funds, which resulted in lower proportions allocated to the disability insurance trust fund=
The percentages for fiscal year 1974 aiso reflect the effect of applying the modified method of allocating expenses retro-
actively to fiscal year 1973, with a resulting larger interfund transfer to the disability insurance trust fund in fiscal year

1974, than would have otherwise occurred. ) o .
2 |n determining the percentages shown, payments for the costs of vocational rehabilitation services are included with

benefit payments. -
Note: {n interpreting the figures in the above table, reference should be made to the accompanying text.

In table 4, the experience with respect to actual amounts of con-
tributions and benefit payments in fiscal year 1977 is compared with
the estimates for fiscal year 1977 which appeared in the 1976 and
1977 annual reports. The actual experience for each trust fund was
quite close, relatively, to the estimates. Reference was made in an
earlier section to the appropriation of contributions to the trust
funds on an estimated basis, with subsequent periodic adjustments
to account for differences from the amounts of contributions actually
payable on the basis of reported earnings. In interpreting the figures
in table 4, it should be noted that the “actual” amount of contributions
in fiscal year 1977 reflects the aforementioned type of adjustments
to contributions for prior fiscal years. On the other hand, the “actual”
amount of contributions in fiscal year 1977 does not reflect adjust-
ments to contributions for fiscal year 1977 that were to be made after
September 30, 1977.
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TABLE 4.—COMPARISON OF ACTUAL AND ESTIMATED OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
AND DISABILITY INSURANCE TRUST FUNDS, FISCAL YEAR 1977

{Amounts in millions]

0ld-age and survivors Disability insurance
insurance trust fund trust fund

Net Benefit Net Benefit
contributions payments contributions payments
Actual amount. - i ecmeaeacomaaen $68, 835 $71,271 $8, 900 $11, 135
Estimated amount published in 1977 report $68, 468 $71,298 $8, 998 $11, 147
Actual as percentage of estimate____.._. 101 100 99 100
Estimated amount published in 1976 report . $68, 909 $71, 155 $9, 057 $10, 811
Actual as percentage of estimate__._..__..._... 100 100 98 103

Note: In interpreting the figures in the above table, reference should be made to the accompanying text.

At the end of fiscal year 1977, about 33.7 million persons were
receiving monthly benefits under the old-age, survivors, and dis-
ability insurance program. About 28.9 million of these persons were
receiving monthly benefits from the old-age and survivors insurance
trust fund. The distribution of benefit payments in the transition
quarter and in fiscal year 1977, by type of beneficiary, is shown in
table 5. Approximately 73 percent of the total benefit payments
from the old-age and survivors insurance trust fund in fiscal year
1977 was accounted for by monthly benefits to retired workers and
their dependents and about 16 percent by monthly benefits to aged
survivors and disabled widows or widowers of deceased workers.
Approximmately 10 percent of the benefit payments represented
monthly benefits on behalf of children of deceased workers and
monthly benefits to widowed mothers and fathers who- had children
of deceased workers in their care.

TABLE 5—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND, BY TYPE OF BENEFICIARY AND PAYMENT, IN THE TRANSITION QUARTER, JULY-SEPTEMBER

1976, AND IN FISCAL YEAR 1977 .
[Amounts in millions]

July-September 1976 Fiscal Year 1977

Percent of Percent of
Amount totai Amount total
Total.._ ccccmomammmmmeae—e  $16,875.5 100 $71,270.5 100
Monthly benefits. oo oo oo camm e 16,799. 4 100 70,949.7 100
Retired workers and lheir dependents_ _ 12,338.0 73 52,074.5 73
Retired workers 11, 106. 2 66 46, 893.1 66
Wives and husbands 1,052.2 4,444.0 6
Children. .______. 179 1 737.4 1
Survivors of deceased wo 4,417.7 26 18,713.7 26
Aged widows and widowers_ . 2,711.9 1 11,472.1 16
Disabled widows and widowers._ [O] 1)
Parents __ . oo 12.7 ) 51.2 (lg

Chitdren . . oo o 1,358.0 8 5,788.6

Widowed mothers and fathers caring for child

beneficiaries_ . __ . 280.1 2 1,168.6 2
Noninsured persons aged 72 and over2____ ... 43.8 (0] 161.5 )
Lump-sum death payments____ . oo 76.1 (O] 320.8 )

1 Less than 0.5 percent.
2 The trust fund is reimbursed from the general fund of the Treasury for the costs of payments to beneficiaries with
less than three quarters of coverage.

Note: Totals do not necessarily equal the sum of rounded components.
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Benefit payments to noninsured persons aged 72 and over amounted
to $162 million, or less than % percent of total benefit payments from
the trust fund. As stated earlier, the costs of such payments to persons
who have fewer than three quartels of coverage are reimbursable
from the general fund of the Treasury About 97 percent of the total
amount of the payments made in fiscal year 1977 to noninsured persons
aged 72 and over went to persons with fewer than three quarters of
coverage.

The balance of the benefits paid during fiscal year 1977 consisted
of lump-sum death payments.

The assets of the old-age and survivors insurance trust fund at
the end of the transition quarter July-September 1976 totaled $37,055
million, consisting of $37,042 million in the form of obligations of the
U.S. Government or of federally sponsored agency obligations, and
an undisbursed balance of $13 million. The assets of the “old-age and
survivors insurance trust fund at the end of fiscal year 1977 totaled
$35,372 million, consisting of $35,398 million in the form of obligations
of the U.S. Government or of federally sponsored agency obligations,
and, as an offset, an extension of credit amounting to $25 million
against securities to be redeemed within the following few days.
Table 6 shows the total assets of the fund and their distribution at the
end of the transition quarter and at the end of fiscal year 1977.

TABLE 6.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF THE
TRANSITION QUARTER, JULY-SEPTEMBER 1976, AND AT THE END OF FISCAL YEAR 1977

September 30, 1376 September 39, 1977
Par value Beok value! Par value Book valuet
Investments in public-debt obligations:
Public issues:
Treasury notes:
8percent, 1977 .. _..._.....  §15,000,000  $15,000,000.00 ____ .. iicamen
Treasury bonds:
234-percent, investment
series B, 1975-80_. .. 1, 064,902, 000 1,064, 902, 000.00 §1, 064 902,000 $1,064, 902 000 09

3-percent, 1995 . - 70, 170, 000 70, 151, 228. 23 0, 170, 000 70,1 2.10
314-percent, 1978-83__ - 60, 200, 000 59, 805, 431. 42 60 200 000 SJ 864 616 62
3l4-percent, 1985, . - 25, 700, 000 24,953, 790.23 25 700, 000 25 040 727.3%
33s-percent, 1980 - 449, 450, 000 451, 231, 157. 82 449 450, 000 450 794 956, 02
314-percent, 1990... 5§56, 250, 000 550, 592, 346, 51 556, 250 000 551, 016 670,71
3lg-percent, 1998_____ 552, 037, 000 545, 219, 764. 45 552 037 000 545 528 469. 61
d-percent, 1980..._.__ 153, 100, 000 153, 083, 789. 14 153 100 000 153 088 652.74
4L¢-percent, 1989-94. 91, 300 000 90, 768, 522. 57 91 300, 000 90 798 748.77
414-percent, 1975-85__ 78 023 Q00 77,842,894, 22 78 023 060 77 863 877.54
414-percent, 1987-92__ 33 000, 000 34,153,132, 68 33, 000, 000 34 046 689. 68
63¢.percent, 1984_____ 31 500 000 31, 859, 497. 89 31, 500, 000 31 814 087. 61
7-percent, 1981 _______ 50 000, 000 49, 803, 333.13 50, 000, 000 33. 09
734~ percent, 1988-93__ 99. 934, 000 98, 590, 341. 20 98, 934, 000 98 669 769.32
78%-percent, 2002-07 ..o e 15, 000, 000 14 991 248.32
77%-percent, 1995- 2000. 22, 180, 000 21, 467, 483.10 22,180, 000 21 498 128.94
8-nercent, 1996-2001_.. 90, 500, 000 90, 403, 810. 56 90, 500, 000 90 407 683.92
814-percent, 2000-05. _ 22, 450, 000 22, 444, 050. 30 22, 450, 000 22, 444 249. 14
834-percent, 1995-2000._ 50, 000, 000 50,722,222.25 50, 000, 000 50, 691,919. 25

815-percent, 1994-99_ .- _ 6, 352, 000 6, 515, 590. 24 6, 352, 000 6, 508, 372. 96
Total investments in public

issues__ .. ......__.... 3,522,048,000 3,509, 510,385.94  3,522,048,000 3,509, 966, 453.78

Obligations sold only to this fund
(special issues):
Certificates of indebtedness:
7 percent, 197
714 percent, 1977
714 percent, 1978.
7V perceat, 1977
Notes

-3

5,180,294, 000 5, 180, 294, 000. 00

1,248, 386,000 1,

53¢ percent, 1979.__..______ 1,821,626,000 1,821,626,000.00 _________________________________
654 percent, 1980.1__" 7" 77T 4,547, 285,000 4, 547,285, 000,00 326, 153,000 326, 153, 000. 00

Sez footnotes at end of table.
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TABLE 6.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF THE
TRANSITION QUARTER, JULY-SEPTEMBER 1376, AND AT THE END OF FISCAL YEAR 1377—Continued

t

September 30, 1976 September 30, 1977

Par value Book value ! Par value Book valuet

Investments in public-debt obligations—

Continued
Obligations sold only to this fund—
Continued
(spBemaI issues):

Th4-percent, 1981 .o mameane $125, 846,000  $125, 846, 000.00
Tla-percent, 1982 e 125, 846, 000 125, 846, ¢00. 00
Thg-percent, 1983 .ot e ee 125, 846, 000 125, 846, 002. 00
Th4-percent, 1984, e 125, 846, 000 125, 846, 000. 00
Tl4-percent, 1985 . et 125, 846, 000 125, 846, 000, 00
Th4-percent, 1986 e 125, 847, 000 125, 847, 000. 00
7i4-percent, 1987 oo 125, 847,000 125, 847, 600, 00
7h4-percent, 1988, . e 125, 847, 000 125, 847, 000. 60
Thg-percent, 198 e 125, 847, 000 125, 847, 009, 00
Thg-percent, 1990, e 125, 847, 000 125, 847, 000. GO
Thg-percent, 1991, e 125, 848, 000 125, 848, 000. 00
Thg-percent, 1992, o e 2,014,741,000  2,014,741,000.00

7/ -percent, 1981__

734~ percenl 1982_.
T34-percent, 1983__
13g-percent, 1984._
734-percent, 1985_.
734-percent, 1986_.
734-percent, 1987..
73%-percent, 1988, _
734-percent, 1989 _
7%%-percent, 1990.
7V5-percent, 1981. .
714-percent, 1982_ _
7Y4-percent, 1983...
735-percent, 1984_ .
7¥5-percent, 1985.
714-percent, 1986. .
7y5-percent, 1987
745-percent, 1988.
7V4-percent, 1989_
715-percent, 1990
7Ys-percent, 1991,
7%-percent, 1981
734-percent, 1382
754-percent, 1983
7%%-percent, 1984.
7%%-percent, 1985. .. __

$688,956, 000  $688, 956, 000, 00 688, 956, 060 688,956, 000. 00
688,956,000 688, 956, 000. 00 688, 956, 000 688, 956, 000, 00
688, 956, 000 688, 956, 000. 00 683, 356, 000 688, 956, 000. 00
688, 956, 000 688, 956, 000. 00 688 956, 000 688, 556, 000. 09
688, 956, 000 688, 956, 000. 00 688 956, 000 638, 956, 000. 00
688, 956, 000 688, 956, 000. 00 688 955, 000 688, 556, 000. 00
688,955,000 688, 955, 000. 00 688, 955, 000 688, 955, 000. 00
688, 956, 000 688, 956, 000. 00 688, 956, 000 688 956, 000. 00
688, 956, 000 688 956 000. 00 688, 956, 000 688 956, 060. 00
1, 366, 865,000 1, 366, 865,000.00 1, 366, 865, 000 1, 366, 865, 000. 00
522,029, 000 522, 029, 000, 00 522, 029 000 522 029 000. 00
522,029,000 522, 029, 000. 00 522, 029 0600 522 029, 000. 00
522,029,000 522,029, 000. 00 522, 029, 060 522, 029, 000. 00
522,029,000 522,029, 000. 00 522, 029, 000 527, 029, 000. 00
522 029, 000 522, 029, 000. 00 522, 029, 000 522 028, 000. 00
522,028,000 522, 028, 000. 00 6§22, 028, 000 522 028 000.00
52, 029 000 522, 029, 000. 00 522, 029, 000 522 029, 000. 00
522, 029, 000 522,029, 000. 00 522,029, 000 522 029, 000. 00
522,029,000 522, 029, 000. 00 522, 029, 000 522 029, 000. 00
522,029,000 522,029, 000. 00 522, 029, 000 522, 029 000. 60
1, 888 893 000 1,888, 893,000.00 1,888 893,000 1, 888 893 000. 00
67 000 677,910, 000.00 677,910,000 677 910, 000. 60
677, 910 000 677,910, 000.00 677, 910, 000 677, 910 000. 00
677,910,000 677, 910, 000. 00 677, 910, 000 677 910 000. 00
677,910,000 677,910, 000.00 677, 910, 000 677 910 000. 00
677,910,000 677, 910, 000. 00 677 910 000 677 910, 060. 0

'
LI N S T R T T N R |

7%%-percent, 1986___________ 677,910,000 677, 910, 000.00 677, 910, 000 677, 910, 000. 60
7%¢-percent, 1987___________ 677,910,000 677,910, 000. G0 677, 910, 000 677, 910, 600 00
7%-percent, 1988, _._____._. 677,909,000 677,909, 000. 00 677,909, 000 677, 905, 000. GO
75%-percent, 1989 ._______._. 677,909,000 677,303, 000, 00 677, 909, 000 677, 909, 000. 00

Total obligations sold only
to this fund (special is-
SUES) oo e ee . 32,977,799, 000 32,977,799,000.00 31,332,779,000 31,332,779, 000.00

Total investments in pub-
lic-debt abligations._..__ 36, 499, 847, 000 36, 487, 309, 385 94 34,854,827,000 34,842,745,453.78

tnvestments in federally sponsered agency
obligations:
Participation certificates:
Federal Assets Liquidation Trust-
Government National Mortgage
Associalion:
50, 000, 000 50, 000, 000. 00 50, 000, 000 50, 000, 009. 00
100,000, 000 100, 000, Q00. 00 100, 000, 000 100, 000, 060. 60

Federal Assets Financing Trust—
Government National Mortgage
Association:

6.05-percent, 1988 __._.______ 65, 000, 000 64, 861, 875. 52 65, 000, 000 64, 874, 0€3. 08
6.20-percent, 1988.__. 230,000,000 230, 000, 000. G0 230, 000, 000 230, 000, 000. CO
6.40-percent, 1987___ 75, 000, 000 75, 009, 500. 00 75, 090, 000 75, 000, 090. 00
6.45-percent, 1888 .. ._____ 35, 000, 000 35, 000, 000. 00 35, 000, 060 35, 000, 0C0. 60

Total investments in feder-
ally sponsored agency

obligations. ... ....__ 555,000,000 554, 861, 875. 52 555, 000, 000 554, 874, 063. 08

; Total investments._..__.__ 37, 054, 847, 000 37,042, 171,261, 46 35, 409, 827,000 35, 397, 619, 516. 86
Undisbursed balances2. . e 3, 030, 860.53 25 406 511.59
Total assets. . oo 37,055,202,121.99 ______.___...._. 35,372,213,005.27

t Par value, plus unamortized premium, less discount outstanding.
2 The negatlve figure represented an extension of credit against securities to be redeemed within the following few days.
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The net decrease in the par value of the investments owned by the
fund during the transition quarter amounted to $913 million. New
securities at a total par value of $16,148 million were acquired during
the transition quarter through the investment of receipts. All of these
new securities were certificates of indebtedness. The par value of
securities redeemed during the transition quarter was $17,060 million,
including $10,316 million in certificates of indebtedness. Tn addition,
$90 million in 71s-percent notes maturing in August 1976 were ex-
changed for equal amounts of 8-percent bonds maturing in August
2001. Although the interest rate on bonds is generally hmlted to 4%4
percent by the provisions of 31 U.S.C. 752 amendments to these
provisions authorize the issuance of bonds at rates of interest exceeding
414 percent, subject to certain restrictions. Public Law 92-5, enacted
March 17, 1971, amended the provisions to authorize the issuance to
the public and to Government accounts of up to a total of $10 billion
in bonds at rates of interest exceeding 4}4 percent. Public Law 93-53,
enacted July 1, 1973, further amended the provisions of 31 U.S.C.
752 by (1) removing the $10 billion limitation on the aggregate face
amount of such bonds that may be issued and (2) limiting the amount
gfn%}mh bonds that may be held by the public at any one time to $10

illion

The net decrease in the par value of the investments owned by the
fund during fiscal year 1977 amounted to $1,645 million. New securities
at a total par value of $78,571 million were acquired during the fiscal
vear through the investment of receipts and the reinvestment of
funds made available from the redemption of securities. The par
value of securities redeemed during the fiscal year was $80,216 million.
Included in these amounts is $71,143 million in certificates of indebted-
ness that were acquired, and $70,144 million in certificates of indebted-
ness that were redeemed, within the fiscal year. In addition, $15
million in 8-percent notes maturing in February 1977 were exchanged
for equal amounts of 784-percent bonds maturing in February 2007.

The effective annual rate of interest earned by the assets of the old-
age and survivors insurance trust fund during the 12 months ending on
Jine 30, 1977 was 6.9 percent. (This period is used because interest on
special issues is paid semiannually on June 30 and December 31.) The
interest rate on special issues purchased by the trust fund in June 1977
was 71§ percent, payable semiannually.

The 1956 amendments provided that the public-debt oblications
issued for purchase by the old-age and survivors insurance trust fund
and the disability insurance trust fund shall have maturities fixed
with dne regard for the needs of the funds. Under these amendments,
the general practice in the past was to spread the maturity dates for
the holdings of special issues as nearly as practicable in equal amounts
over a 15-year period.

However, the interest rate on special issues acquired in June of each
year 1666-77, as determined under section 201(d) of the Social Security
Act, was higher than the maximum rate of 414 percent to which the
interest rate on long-term issues (bonds) 1s generally limited. Thus, the
former practice of spreading maturity dates over a 15-year period
could not be followed, beginning with special issues acquired in June
1966, until the enactment of Public Law 93-53 on July 1, 1973.
Accordingly, the entire amounts available for investment in June of
each year 1966-73 were invested in short-term issues (notes). As a
result at the end of fiscal vear 1977, the old-age and survivors insurance
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trust fund still held $326 million in a special issue consisting of a 7-year
note that will mature on June 30, 1980 (table 6).

On June 30, 1974, the investment practice in effect before 1966 was
reinstated. As a result, the old-age and survivors insurance trust
fund held $24,177 million in special issues at the end of September
1977 that were acquired in 1974-77 and were distributed in virtually
equal amounts of about $2,015 million maturing in each of the years
1981-1992 (table 6). The investment operations of the fund in fiscal
years 1976 and earlier are described in the 1977, and earlier, annual
reports.

SuMMARY OF THE QPERATIONS OF THE FEDERAL DisABILITY INSUR-
ANCE Trust Funp, Fiscan YEAR 1977

A statement of the income and disbursements of the Federal Dis-
ability Insurance Trust Fund during fiscal year 1977 (which began on
October 1, 1976 and ended on September 30, 1977), and of the assets
of the fund at the beginning and end of the fiscal year is presented in
table 7. Corresponding amounts for the transition quarter July-
September 1976 (which were not presented in last year’s annual
report) are also shown in the table.

The total assets of the disability insurance trust fund amounted to
$6,459 million on September 30, 1976. During fiscal year 1977, total
receipts amounted to $9,375 million and total disbursements were
$11,590 million. The assets of the trust fund thus decreased $2,215
million during the year to a total of $4,243 million on September 30,
1977.

Included in total receipts were $8,134 million representing contri-
butions appropriated to the fund, and $805 million representing
amounts received by the Secretary of the Treasury in accordance
with State coverage agreements and deposited in the fund. As an
offset, $39 million was transferred from the trust fund into the
Treasury as repayment for the estimated amount of contributions
subject to refund to employees who worked for more than one
employer during the course of a year and paid contributions on
wages in excess of the statutory maximum earnings base.

Net contributions amounted to $8,900 million, an increase of 10.2
percent over the amount of $8,076 million for the preceding 12-month
period. This increase is accounted for by the same factors that ac-
counted for the increase in contributions to the old-age and survivors
insurance trust fund (described in the preceding section).

In addition, the trust fund received $103 million in December from
the general fund of the Treasury, as reimbursement for the costs of
noncontributory credits for military service. Of this amount, $92
million was retmbursed in accordance with section 217(g) and $11
million was in accordance with section 229(b), as described in the
preceding section.

Provisions governing the financial interchanges between the rail-
road retirement account and the disability insurance trust fund are
similar to those referred to in the preceding section relating to the
old-age and survivors insurance trust fund. The determination made
as of June 30, 1976, required that a transfer of $300,000 be made from
the railroad retirement account to the disability insurance trust
fund. This amount was transferred to the trust fund in June 1977,
together with interest to the date of transfer amounting to $18,000.
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